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Abstact: This reasearch is for examine and analyze the effect of debt policy, 
invesment decision, free cash flow, profitability, and liquidity to the company value 
partially and simultantly in consumer goods industry company listed in Bursa Efek 
Indonesia (Indonesia Stocks Exchange). And to examine and analyze dividend 
policy ability moderate the correlation between the variables of debt policy, 
invesment decision, free cash flow, profitability, and liquidity to the company value 
partially and simultantly in consumer goods industry company listed in indonesia 
Stocks Exchange. Population in this reaseacrh is goods industry company listed in 
Bursa Efek indonesia in 2012-2016. from 34 companies as the population, 11 
companies are gotten as the sample by purposive sampling. Analyzing methode that 
is used in this reasearch is analysis of  double linear regresion and residual test.The 
test result of first hypotheses simultantly shows that debt policy (DER), invesment 
decision (TAG), free cash flow (FCF), profitability (ROA), and liquidity (CR) 
affect significantly to the company value. And partially shows that variable of debt 
policy (DER), and profitability (ROA) affect positive significantly to company 
value. However, variable of invesment decision (TAG), free cash flow (FCF) and 
liquidity (CR) partially don’t affect to company value. The test result of second 
hypotheses shows that dividend policy (DPR) doesn’t able to moderate the 
correlation between debt policy (DER), invesment decision (TAG), free cash flow 
(FCF), profitability (ROA), and liquidity (CR) to the company value in consumer 
goods industry company listed in indonesia Stocks Exchange in 2012-2016. 
Keywords : Debt Policy, Invesment Decision, Free Cash Flow, Profitability, 
Liquidity, Company Value And Dividend Policy. 
 
1. INTRODUCTION 
The company is established with the aim of prospering the owner of the 
company or shareholders. This goal can be realized by maximizing the value of the 
company assuming that the owner of the company or shareholder will prosper if his 
wealth increases. The main objective of the company is to maximize the value of 
the firm (Salvatore, 2005). To maximize the value of the company can be reached 
through the implementation of financial management functions, where one policy 
or financial decision taken will affect other financial decisions and have an impact 
on the value of the company (Sukirni, 2012). Company value is a proxy which 
describes the prosperity of shareholders that is affected by several factors such as 
debt, policies, decisions investment, free cash flow, profitability, and liquidity.  
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The phenomenon that occurs in manufacturing companies in the industrial sector 
of consumer goods on the Indonesia Stock Exchange in 2012-2013 is shown in table 
1.1:  
Table 1.1 
Factors Affecting Company Values (Study on Manufacturing Companies in 
the Industrial Sector of Consumer Goods Listed on the Indonesia Stock 
Exchange in 2012-2013) 
No Company Code Year DER ROA PBV 
1 HMSP 
2012 0.97 37.89 19.73 
2013 0.94 39.48 19.32 
2 ROTI 
2012 0.81 12.38 10.48 
2013 1.32 8.67 6.56 
 
Based on the table above, PT. HM Sampoerna, Tbk (HMSP) in 2013 for the 
DER variable (debt policy) decreased to 0.94. The variable ROA (profitability) has 
increased to 39.48, but PBV (company value) has decreased to 19.32. This shows 
that there is a mismatch of the theory that the increase in a company's profitability 
can affect the value of the company. This means that the better the growth of 
profitability, the better the value of the company (Husnan, 2001). PT. Nippon 
Indosari Corpindo, Tbk in 2013 for the DER variable (Debt Policy) increased to 
1.32, but PBV (Company Value) decreased. This shows that there is a discrepancy 
in the concept which states that users of larger debt can increase the value of the 
company because the use of debt can save taxes (Brigham & Houston, 2010). 
 
2. LITERATURE  
2.1. Signaling Theory 
According to Brigham and Houston (2006) signal or signal is an action taken 
by the company to provide guidance for investors about how management views 
the company's prospects in the future. This signal is in the form of information 
about what has been done by management to realize the wishes of the owner. 
Information issued by the company is important, because of its influence on 
external party investment decisions. Signaling Theory states that good quality 
companies will deliberately signal to the market, thus the market is expected to be 
able to distinguish between good and bad quality companies (Hartono, 2005). 
Signaling Theory is rooted in pragmatic accounting theory which focuses on the 
influence of information on changes in information user behavior. One information 
that can be used as a signal is an announcement made by an issuer.  
2.2. Agency Theory 
Jensen and Meckling (1976), stated that agency relations is a contract between 
a manager (agent) and an investor (principal). Principal is a shareholder, while what 
is meant by an agent is management that manages the company. The essence of the 
agency relationship is the separation between ownership (principal / investor) and 
control (agent / manager). In the agency relationship managers as parties who have 
direct access to company information, have asymmetrical information on external 
companies, such as creditors and investors. Agency problems between shareholders 
and managers occur when managers do not have a majority stake in the company 
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so managers tend to act in pursuit of their interests and are not based on maximizing 
value in making funding decisions.  
2.3. Debt Policy 
Debt policy is a policy carried out by a company to fund its operations using 
financial debt or commonly referred to as financial leverage. Financial leverage is 
a partial funding practice of assets of companies with securities that bear the burden 
of fixed returns in the hope of increasing the final return for shareholders (Keown 
et. Al, 2010). Some companies consider that the use of debt is considered safer than 
issuing new shares. Thus the higher the debt policy carried out, the higher the value 
of the company. Debt policy can be calculated using (DER) debt to equity ratio 
(Brigham, 2005) obtained from dividing the company's total debt by its total equity 
(initial capital). Debt policy is a company policy about how far a company uses 
debt financing (Mardiyati, 2012).  
2.4. Investation decision 
Investment decision is a provision made by the company in spending its funds 
in the form of certain assets in the hope of obtaining future profits (Nahdiroh, 2013). 
Broadly speaking, investment decisions can be grouped into short-term investments 
such as investments in cash, inventories, accounts receivable and securities and 
long-term investments in the form of buildings, production equipment, land, 
vehicles and other fixed assets. A series of decisions by individual economic units 
regarding how much and which resources will be obtained and expected for the 
future. Situations where capital expenditure decisions are made or taken, all are 
based on capital productivity measurements that provide an objective means for 
measuring the economic value of each investment proposal in order to have a 
realistic basis for choosing among the company's long-term property (Blessing, 
2015). 
2.5. Free Cash Flow  
It is defined that free cash flow is available cash flow to be distributed to all 
investors after the company invests funds in fixed assets, new products and working 
capital needed to maintain the continuity of the company's operations (Brigham and 
Houston, 2006). Free cash flow can be used to pay debts, repurchase shares, pay 
dividends or be saved for future growth opportunities. If the free cash flow of the 
company is positive (FCF ≥ 0), the company's finances are in good condition 
whereas if the free cash flow from the company is negative (FCF ≤ 0) and the 
company must issue shares for additional capital, it will result in reduced profits 
per share from the company.  
2.6. Profitability 
Profitability is the ability of a company to earn profits in a certain period. 
Profitability describes the ability of a business entity to generate profits by using all 
of its capital. The profitability of a company will influence investors' policies on 
investments made. The ability of companies to generate profits will be able to 
attract investors to invest their funds in order to expand their business, whereas a 
low level of profitability will cause investors to withdraw their funds. While for the 
company itself profitability can be used as an evaluation of the effectiveness of the 
management of the business entity. 
2.7. Liquidity 
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Liquidity is the company's ability to fulfill short-term obligations on time. 
Liquid companies will be trusted by investors because they are considered good 
corporate performance. This is because companies that have high levels of liquidity 
have large internal funds, so companies also use their internal funds to finance their 
investments before using external financing through debt. Liquidity (liquidity) is 
the ability of companies to fulfill obligations or short-term debt that must be 
completed immediately (Subramanyam, 2011). Liquidity can be measured by 
Current Ratio, which is the ratio between current assets divided by current debt 
(Sartono, 2010).  
2.8. Dividend Policy 
Dividend policy is a policy that is associated with determining whether the 
profits obtained by the company will be distributed to shareholders as dividends or 
will be held in the form of retained earnings. This policy will involve two parties 
who have different interests, namely the first party shareholders, and the second 
party the company itself (Hermuningsih, 2009). Dividend policy is measured by the 
Dividend Payout Ratio (DPR).  
Some theories about dividend policy, namely: Dividend Irrelevance Theory (the 
theory of dividend irrelevance) states that dividend policy does not have an 
influence on corporate value and capital costs. The Bird in The Hand Theory states 
that the cost of the company's capital itself will rise if the dividend payout ratio 
(DPR) is low because investors prefer to receive dividends rather than capital gains 
where divives have a lower risk than capital gains. By making a dividend payment, 
it can reduce uncertainties which can further reduce the risk so that it ultimately 
reduces the level of profits required by shareholders (Sjahrial, 2007).  



















The hypothesis is a provisional conjecture of the problem that will be tested for 
truth, through analysis of relevant data and the truth will be known after research. 
In building this research hypothesis there are various opinions of previous 
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researchers who have examined the value of the company where in the hypothesis 
that has been tested for its truth can be the basis of withdrawal of the hypothesis in 
this study. 
1. Debt Policy, Investment Decisions, Free Cash Flow, Profitability and 
Liquidity have an effect on Corporate Values both partially and 
simultaneously. 
2. Dividend Policy can moderate the influence of Debt Policy, Investment 
Decisions, Free Cash Flow, Profitability and Liquidity on Company Values.    
 
3. RESEARCH METHODS 
3.1. Research variable 
There are 5 independent variables in this study, namely Debt Policy (DER), 
Investment Decision (TAG), Free Cash Flow (FCF), Profitability (ROA) and 
Liquidity (CR) and 1 dependent variable namely Corporate Value (PBV) and 1 
variable moderating namely Dividend Policy (DPR). 
3.2. Sample population 
Population is a generalization area consisting of objects / subjects that have 
certain qualities and characteristics set by researchers to be studied and then drawn 
conclusions (Sugiyono, 2006). The population in this study is a consumer goods 
manufacturing sector manufacturing company listed on the Indonesia Stock 
Exchange (IDX) for the period of 2012, 2013, 2014, 2015 and 2016, which 
amounted to 34 companies. 
Samples are part of the number and characteristics possessed by the population 
(Sugiyono, 2006). Sampling in the study was conducted by purposive sampling, 
namely the technique of determining the sample with certain considerations or 
criteria. 
3.3. Analysis method 
The data analysis method used in this study is multiple linear regression 
models, multivariate (multiple) linear regression models with residual tests. To 
conduct an analysis with a regression model, quality data testing must be conducted 
using descriptive statistics and classical assumptions. 
4. RESULTS 
 Based on the results of calculation of simple linear regression SPSS shows the 
results of multiple regression analysis between Debt Policy (DER), Investment 
Decision (TAG), Free Cash Flow (FCF), Profitability (ROA), Liquidity (CR), and 
Corporate Value (PBV) show in table 4.1. 













Error Beta Tolerance VIF 
1 (Constant) 
-2.078 1.991  
-
1.044 
.305   
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X1_DER 2.530 1.200 .452 2.108 .044 .354 2.825 
X2_TAG 4.578 5.744 .138 .797 .432 .542 1.845 
X3_FCF -.011 .057 -.039 -.191 .850 .387 2.587 
X4_ROA .527 .139 1.142 3.794 .001 .180 5.555 
X5_CR 
-.007 .007 -.263 
-
1.041 
.307 .256 3.905 
a. Dependent Variable: Y_PBV 
Source: Research Results, 2017 (data processed) 
From the information presented in Table 1.2, a multiple regression equation 
can be built between the independent variable (X) on the dependent variable (Y). 
The model built from the results of this study is: 
Y= (-2,078) + 2,530 DER + 4,578 TAG – 0,011 FCF – 0,527 ROA - 0,007 CR 
 
Coefficient of Determination 
The coefficient of determination in this study is used to find out how much the 
independent variable can explain the dependent variable. The value of Adjusted R 
Square is 0.462 or 46.2%, which means that the percentage of the influence of 
independent variables (debt policy, investment decisions, free cash flow, 
profitability and liquidity) on firm value is equal to the determination coefficient 
value or 46.2% . While the remaining 53.8% are influenced or explained by other 
variables not included in this research model. 
 
Simultaneous Significance Test (F Test) 
The results of the F statistic test (simultaneous test), namely on DER, TAG, 
FCF, ROA, and CR on company values. The value of Fcount of 6.671 is greater 
than Ftable at the level of trust α = 5% with df1 = 6 - 1 = 5 and df2 = 34 - 6 = 28 
which is 2.71 with a significant level of 0,000 <α = 0 05. Thus the H1 hypothesis 
can be accepted and states that the variable Debt Policy (DER), Investment 
Decision (TAG), Free Cash Flow (FCF), Profitability (ROA), and Liquidity (CR) 
simultaneously have a significant effect on Company Value (PBV). 
 
Partial Significance Test (t Test) 
The results of testing t statistics (partial test), namely on debt policy, 
investment decisions, free cash flow, profitability, and liquidity on firm value can 
be seen in Table 4.2. 
Table 4.2  











Error Beta Tolerance VIF 
1 (Constant) 
-2.078 1.991  
-
1.044 
.305   
X1_DER 2.530 1.200 .452 2.108 .044 .354 2.825 
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X2_TAG 4.578 5.744 .138 .797 .432 .542 1.845 
X3_FCF -.011 .057 -.039 -.191 .850 .387 2.587 
X4_ROA .527 .139 1.142 3.794 .001 .180 5.555 
X5_CR 
-.007 .007 -.263 
-
1.041 
.307 .256 3.905 
 
Based on the results in Table 1.3, the partial variable Debt Policy (DER) and 
Profitability (ROA) affect the Firm Value (Y) with each Sig value below α = 0.05. 
Variables of Investment Decision (TAG), Free Cash Flow (FCF), and Liquidity 
(CR) partially do not affect Company Value (Y) because the Sig above α = 0.05. 
 
Residual Test 
The testing of the second hypothesis was carried out after multiple 
regression tests were carried out previously. The results of testing the second 
hypothesis in this study using regression moderation with residual tests. Model (1) 
was developed from the results of the second hypothesis research the moderation 
regression equation (1) as follows : 
Y = 71,280 – 24,303 DER – 44,032 TAG - 0,379 FCF – 1,616 ROA + 0,050 CR 
 
From the model (1) it can be concluded that all variables have no partial effect 
on dividend policy. This is indicated by the number of significance greater than 
0.05. Model (1) for the second hypothesis aims to get the residual value of the 
moderating variable. The residual value of the model (1) is used as the dependent 
variable in the model (2). From the results of the model test (2) there will be a 
conclusion whether the dividend policy variable can be said as a moderating 
variable or not. A variable is said to be a moderating variable if it has a negative 
coefficient and has a significant effect (Ghozali, 2013). The results of model testing 
(2), the moderation regression equation model (2) can be formulated in the form of 
the equation as follows: 
| e |= 6,693 + 1,057 PBV 
  
The Dividend Policy variable is not a moderating variable that can moderate 
the relationship between Debt Policy (DER), Investment Decision (TAG), Free 
Cash Flow ( FCF), Profitability (ROA), and Liquidity (CR) with Company Value. 
 
5. DISCUSSION 
5.1. Effect of Debt Policy (DER) on Company Values 
The results of testing the DER variable on firm value using the t test, so that 
the obtained value has thitung = 2.108> t table = 2.045, with a significance level of 
0.044 which is smaller than α = 0.05, so it can be concluded that the Debt Policy 
variable influences significant and positive towards the value of the company in 
consumer goods industry companies on the IDX in 2012-2016. 
Based on the results of the study, it can be seen that debt policy has a significant 
positive effect on firm value. This means that the hypothesis states that debt policy 
has a positive effect on accepted firm value. This result is in line with the theory 
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put forward (Brigham and Houston, 2006), which states that the use of debt can 
also affect the Company's stock price. The greater the debt, the more it will increase 
the value of the Company. Companies with high debt levels will be able to increase 
earnings per share which will ultimately increase the value of the company's shares 
which means it will improve. The value of the company. And supported by research 
conducted by (Irvaniawati, 2014), which examines the effect of the Analysis of the 
Effects of Debt Policy, Investment Policy, and Dividend Policy on Corporate 
Values which shows that debt policy has an effect on firm value. This means that 
the higher the value of the profit obtained, the higher the value of the company. 
Because high profits will give an indication of a good prospect for the Company so 
that it can trigger investors to participate in increasing the demand for shares. 
increasing stock demand will cause an increase in the Company's value. 
 
5.2. Effect of Investment Decisions (TAG) on Company Values 
The results of testing the TAG variable on the value of the company using the 
t test, so that the value of tcount = 0.797 <t table = 2.045, with a significance level 
of 0.022 smaller than α = 0.05, so it can be concluded that the Investment Decision 
variable (TAG) has no effect and not significant to the value of the company in 
consumer goods industry companies on the IDX in 2012-2016. The results of this 
study are not in accordance with the signaling theory which states that investment 
expenditure provides a positive signal about the company's growth in the future, 
thus increasing stock prices as an indicator of firm value . High TAG shows good 
company investment and good growth prospects so investors will be interested. 
High demand for shares will make investors appreciate the value of shares greater 
than the value recorded on the company's balance sheet, so that the company's TAG 
is high and the company's value is high. The results of this study also do not support 
the opinion (Fama, 1978), stating that the value of the company is solely determined 
by investment decisions. Investment decisions are an important factor in the 
company's financial function, the higher the investor's interest in investing in the 
company, the investment decisions have an impact on increasing the value of the 
company. 
The non-effect of investment decisions that are proxied by the growth of assets with 
the value of the company found in the results of this study can be caused by the 
inaccurate investment decisions taken by managers in the consumer goods industry. 
In addition, asset growth, which is the result of investment decisions, only compares 
current assets with assets of the previous year. Although the assets of the current 
year have experienced reductions, it does not guarantee that the assets of the 
following year will also decline or vice versa. So this is not too much a concern for 
investors if they invest. If investors consider the company to have good prospects, 
investors will still invest even though the asset has decreased or increased. 
 
5.3. Effect of Free Cash Flow (FCF) on Company Values 
The test results of  FCF variables on company values using the t test, so that 
tcount = -0.191 < t table = 2.009, with a significance level of 0.850 greater than α 
= 0.05, so it can be concluded that the variable Free Cash Flow (FCF) has no effect 
9 
significantly and negatively on the value of the company in consumer goods 
industry companies on the IDX in 2012-2016. 
This is possible because the availability of high FCF can cause conflicts between 
managers as agents and shareholders as principals. Where the agent wants the FCF 
for business development while the principal wants to calculate FCF because there 
is no availability of FCF ratios in the company's financial statements section, so to 
know the size of FCF it takes a long time because it has to calculate itself. 
According to (Jensen, 1986) states that agency problems will increase when 
companies produce high free cash flow. Managers tend to use free cash flow for 
personal consumption or expand through investment in new projects with the aim 
that managers can gain greater control over company resources. This action is not 
in accordance with the interests of shareholders, causing agency problems. If the 
agency problem arises as a company owner, that is, shareholders will appear less 
interested in the company, so investors consider managers not to prioritize the 
welfare of shareholders and the value of the company will decline. The results of 
this study support research (Murhadi, 2008) and support the theory (Jensen, 1986) 




5.4. Effect of Profitability (ROA) on Company Values 
The results of testing the ROA variable on firm value using the t test, so that 
tcount = 3.794> t table = 2.045, with a significance level of 0.001 smaller than α = 
0.05, so it can be concluded that the variable Profitability (ROA) has a significant 
and positive effect on the value of the company in consumer goods industry 
companies on the IDX in 2012 - 2016. This means that if profitability increases, the 
value of the company will also increase. This is in accordance with the theory of 
Weston and Brigham (2001) which states that profitability as measured by high 
ROA reflects a good company position so that the market value reflected in the 
stock price of the company will also be good. 
The results of this study are also in line with the theory (Husnan, 2001) which states 
that the better the growth of company profitability means the future prospects of 
the company are considered to be better, meaning that the value of the company 
will be better in the eyes of investors. If the company's ability to generate profits 
increases, then the stock price will also increase. Thus the higher the ratio, the better 
the position of the company, which means the greater the company's ability to cover 
the investment used. This can allow companies to finance investments from funds 
originating from internal sources available in retained earnings, so that information 
in ROA will be a positive value for investors and can increase the value of the 
company. 
 
5.5. Effect of Liquidity (CR) on Company Values 
The results of testing the CR variable on the value of the company using the t 
test, so that it has thitung = -1.041 <t table = 2.045, with a significance level of 
0.521 which is greater than α = 0.05, so it can be concluded that the Liquidity 
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variable (CR) has no effect significant and negative towards the value of the 
company in consumer goods industry companies on the IDX in 2012-2016. 
It can be said that an investor in making an investment does not pay attention to the 
current ratio factor owned by the company because this ratio only shows the 
company's ability to cover current liabilities with the company's current assets. The 
position of liquidity is not taken into account by investors in investing (Nurhayati, 
2013). This condition also means that the value of current assets (which can 
immediately be made into money) with a comparison of short-term debt does not 
have a positive influence in increasing the value of the company, even though the 
current ratio also shows the level of safety of short-term creditors, or the ability of 
companies in pay short-term debts (Nugroho, 2012). High liquidity can cause funds 
in the company to be unemployed, so investors will see it as a negative signal 
because the company must bear the risk of capital costs. 
 
5.6. Residual Test Results (Dividend Policy is not a Moderating Variable) 
The residual test results on consumer goods industry companies on the IDX in 
2012-2016 show a significant value of 0.209> 0.05 and a coefficient value of 0.221, 
so it can be concluded that the Dividend Policy variable is not a moderating variable 
capable of moderating the relationship between Debt Policy (DER), Investment 
Decisions (TAG), Free Cash Flow (FCF), Profitability (ROA), and Liquidity (CR) 
with Corporate Value. This is in accordance with the irrelevant theory that the 
company's dividend policy has no influence on the value of the company or the cost 
of capital, but the value of the company depends on the investment value policy of 
its assets (Husnan, 2010). 
 
6. CONCLUSIONS AND RECOMMENDATIONS 
6.1. Conclusions  
From the results of the research and discussion that have been conducted, three 
conclusions can be taken as follows: 
1. Debt Policy Variables (DER), Investment Decisions (TAG), Free Cash 
Flow (FCF), Profitability (ROA) and Liquidity (CR) simultaneously have a 
significant effect on Corporate Values on consumer goods industry 
companies on the IDX in 2012-2016. 
2. Debt Policy Variables (DER), Profitability (ROA) has a significant positive 
effect on Company Values on consumer goods industry companies on the 
IDX in 2012-2016. While the variables of Investment Decision (TAG), Free 
Cash Flow (FCF), and Liquidity (CR) do not have a significant effect on 
Company Values on consumer goods industry companies on the IDX in 
2012-2016. 
3. Dividend Policy Variables (DPR) are not able to moderate the relationship 
between Debt Policy (DER), Investment Decision (TAG), Free Cash Flow 
(FCF), Profitability (ROA) and Liquidity (CR) with Corporate Value in 
consumer goods industry companies in IDX in 2012-2016. 
6.2. Suggestions 
The suggestions based on the conclusions and limitations of the above research 
are as follows : 
11 
1. The next researcher is expected to increase the number of other independent 
variables such as managerial ownership variables, company growth, etc., so 
that adding variables will add new findings better and allegedly can affect 
the value of the company. 
2. The next researcher is expected to use other moderating variables besides 
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